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Dear Applicant:

We have copgiderea your application for exemption fram Federal income tax
as an vrganization described in section 501(c)(3) of the Internal Revenue
Coue ot 1404,

Tae drfortatron submited disoloses that you were incorporated under the
nonprofit corperation lavs of the State of [N oo TG

Your iy laws state that vou are s nenprofit corporation comprised of

practicing, professional artists associated for the purpose of

establishira an art gallery and provicing a facility that enhances i
corvmunity through creative and educational opportunities.

Your Bylews wlso state that evelry artist member 1s entitled to
representation of his or her work in the organization's gallery. Mermber
artists witd be ircluded in one-person or group exhibitions on a regular
hasis to be determined by the Roard. By "representation” you mean the
active provoticn ot the work of Lhe artist renbers, and within the
limitations ot upace, the exhibition of artists' works within the
callery,  Artist Mewlers of the organization may exhibit in, but cannot
be representec cormercially Ly any other art gallery in the

B .

You presently have || R ccllory norters. Fembers are invited to
join based on quality of work. Memberchip costs are initial paynent of
Y v joining ance menthly dues ot S Merbers serve on
committoes and perform specific duties, including gallery sitting.

|

You exhibit and gell the work of both noertcers and npon--perbors, Froa the
sales ot monbers, the gallery retains IS and the artist receives .%.
untal a year ago the arrangenent was the sane for non-memberg, A nhew
Policy states that o non-membor may elect either to retain @3 and pay a
share of the annuuncenent printing cost (HJJR to § ) or retain
W% without recsponsibilicy for printing costs,

on the averaqe of three tires vearly the || R rosvones to requests
to mold chovws At musenms andd edncetional institutione, which activitv
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cavcational activities take place at the galiery. %There are gallery
talhs by extib’ting artists and studio visits to view work in process.
Tours ond class visits are welcome, Tne gallery has also delivered works
to shows outside the [ area, such as the [ G 2 5w
Wiver Art Canpetation.

DuLinG Lhe pect year che gallery has had rental income from the folloving
grow:

1. - Conusical qroup sponsored by the T

[ ]
o Lipericneaal onnee vorkshop by NG
3. I i fe drawing claso
., N ) veadings)
. T /o Corniosion dooture
vl Festivel ot the ||| R Poetry Associaticen

7. N R o in wine tasting with gallery
LG

.
>

Inaccitien, Lhe ccliowing grenps hove aced the gallery rent free as a
public servic

[
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Le rocardn your sourews of financial support, your cortidssions trom the
sales of art work it by far Uic greatest source of income. For the most
recent proeceding vear (Liscal year encing _: your gqross

receipts {rom sale., cormissions was by far the largest source of income.




n of orgenizations
iogs, charitable,
£ which inures to

btctiun SLIEO3) oL the Code provides Lor theﬂax‘
Aiich are organdzed ang eperated excluwively for re
i educationsl purpoces, ne part of the net earnin
he benefit of any private ¢ .areholder or 1ndividu

section L.R0l(a)=-1(c¢) states:  the vords prlvaLe shy éholder o
fudivideals® in section 201 reter to persons having a personal and
praivate jnterost in the activitices of the orgdnldatznn.

Section 1L.501(C) (N =1{G) (1) {11) of the regulations provides that an
coganiiatian connol ne consicercd exonpl uniess it gserves a public rather
than a privote intorey’

Secbivn LLOLTG)(3)=1(a) (1) ol Lhe lncune Tax tegulations states that in
vroel to bu exuapt as an orcanization described in section 501(c) (3), an
organinetion st be both cryanis.d and opverated exclusively for eone or
rore of the purjoses specificd in that e:ceticn.. If any organization
Talls to ot either the organizatio. al or operational test, it is not
UNOTA -

soctico L GHON (O)=1(d) (3) ot the regulation, provides that the term
“cducational" rolates to the inctruction of the public on subjects ugefol
Lo Lho Tnodvicuel and bhepeticiel to tne curmiunity.

sevente Ruling to=176, . 066-1 G .y 138, 1ol o &b ~a organization that
TLaters and develops the arts by :ronﬁnrlng ar art exhibit at which
Wi kS oL tmkbown oet pranising Al sts are gravc..odgly displayed pay
cqualify for exerption under secoron 501(e) (3) of the Code.  The
Crganlyation docs et seil or orfer the displayed wvorks for sale.

Povenue Ruling 7i<24L, 1971-2 .5, U248, e the other hand, holus that a
coopurative art gallery formea amd operated by a group of artists for the
plurpuse Gl eabibiting and selling their vorks doeg not <ualify under
section HELC) (D) ol the Code, becauyr it is a vehicle for advancing tho
artiots ' carewr o oand praetidg the sale of their work,

wevenue Rueling 7e=iL2, 1676-L .1, 141, states that o nunprofit
organization tulnvu by art poatrong Lo | romote community understanaing ot
pocarn ArL o brens by selecting Lor exhibit, oxhibiting, and selling art
works ol Joenl &LLLhLS rebaining comminsion on sales less than custosarvy
COrTeresAl charges and nel sublicient to cover the cost of operating the
gallery, does nok quallily Lov cxerphion under secton 501(c)(3) of the
Coce, Lhe privete intercets of Lhe artists whose works are displayed for
cale are belng prooted,




Aroan tho cast o Revenue Rulinas 76-152 and 71-39% cited above, the
indivicual orticts who exhilidit and =ell their werks in yeur gallery
benciit o cireet Iy fram vour sorvices.,

Lhus, your edor activity 1o serving Lhe private interests of those whose
werts are displayed for sale, Since your activities inure to the benefit
ol incwvigual artrete, it is held that you are not organized and operated
exclusively for coucational purposes, as requited by section

LAOLLCi (2 )=1im (1) ol the requlations,

Your Atticies of ancorperation do not meet the organizational test for an
GLganizataon thet ccele caanpbion ticder Cowe section S01{c)(2) in that
vour smrpoces (o not cbate Lhabt you sre ordenized exclusively for
CcoulaLIonGd e ehartbaenic turmoses within the meaning ol IR Code section
LU t3) . tuwever, cven il Lhis Aeiicicney were corrected, vyou would
not rect the e areg entn of this Goee section baged on your actual
operatichn,

ACCOFCITSG Ty, W BeVe crLepndnest that won are not entit levd ko recognilion
OL CRULGLLON LLan Feacral dincote Luex under section S01(¢) (2) of tie:
CoCe,  Tel ate Tl red Lo Lide necine Lax returne on Porw 1100,

Coptritunticons rade to you are not dedoctible by tho donors as charitable

CentL o e artibens in o section 170(c) oL the Codo,

Anowreviaed oy section 0l04(c) ot the Internal Revenue Code of 1954 and
tie o d o be reguaanion , the sppropriate State officials are heing
nobitioa of our deterpinat Lo,

10 20U are dn cglenrent vitlh bhie proposcs oeternination, we requect thit
veu siat ane retirn the vhctesco agreement. Form 608, Dlease noto the
JNGLTLLU IO Tor s Londne or vt reverne sdee of thiu torr,

1L vou oroe neb b acrearent bl this proposed determinat ion, e
recontrene trat oou tocuent 4 hearing withs our office of Regional Director
ot Appeads,  Your recuond tar oo hearing sheuld include a wrilhen appeal
qivinhg Uhe poctn, L, wae ey other indornetion b support your position
as explained in the encleses Publication 92, You will then te contactoed
Leoarratge o Gele Tor oo hearine, Whe Lhearding may be hoeld ab o the office
of Regional Director ol Arpcals or, 1F you recuest, at a nutually
colvented Dt oiot Ghldeo, o seli-iccreseeda envelep s 30 enelosed,

1£ wo do ot neal [rom e vithir o anys Lrom Lhe cote of this lettoer,
ane ol 0 nel protest this projosea dotarsdpnation in v tinely manner, ot
will he concidered Ly the Intornal Revenue Service as a failure to
Crbabnl wvad Ial To it tiolive repedd ey ane will then becene our final




determination.  Section 7428(b) (2) of the Intérhal ‘Revenue Code provides
in part that, "A declaratory judgement or dec Uhder “his section shall
not be issucd in any proceeding unless the Tax. ccurt, the Court of
Claims, or the district court of the United:States: ‘for the District of
Colurbia determines that the organization involved has exnausted

acministrative remedies available to it within the Internal Revenue
Service,"
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Sincerely iours,

District Director

Enclosures: v
Publacation 89
rorm ¢01Y

Cel






